OFFICIAL STATEMENT DATED NOVEMBER 16, 2006

NEW ISSUE RATINGS:

BOOK-ENTRY ONLY Moody’s: “Aaa”
S&P: “AAA”
Fitch: “AAA”

(See “RATINGS” and
“BOND INSURANCE” herein.)

In the opinion of Bond Counsel, McCall, Parkhurst & Horton L.L.P., assuming continuing compliance by the City of San
Antonio, Texas, after the date of issuance of the Bonds (defined below) with certain covenants in the Ordinance described herein
and subject to the matters discussed herein under “TAX MATTERS,” interest on the Bonds is excludable from gross income for
federal income tax purposes under existing statutes, published rulings, regulations, and court decisions and will be an item of tax
preference for the purpose of determining the alternative minimum tax imposed on individuals and corporations. For further
information, see “TAX MATTERS” herein.

CITY OF SAN ANTONIO, TEXAS AIRPORT SYSTEM

REVENUE REFUNDING BONDS, SERIES 2006 Y OF SANANTONIO _
(Alternative Minimum Tax Bonds)

Date: November 1, 2006 Due: July 1, as shown herein

The $17,850,000 “City of San Antonio, Texas Airport System Revenue Refunding Bonds, Series 2006™ (the
“Bonds™) are being issued by the City of San Antonio, Texas (the “City”) pursuant to the laws of the State of Texas,
including Chapter 22, Texas Transportation Code; and Chapters 1207 and 1503, Texas Government Code; a master
ordinance adopted by the City Council of the City (the “City Council™) on April 19, 2001 (the “Master Ordinance™); and
an Eighth Supplement to the Master Ordinance adopted by the City Council on November 16, 2006. (See “THE BONDS
— Authority for Issuance” herein).

Interest on the Bonds will accrue from November 1, 2006, will be payable January 1 and July 1 of each year
(commencing July 1, 2007), and will be calculated on the basis of a 360-day year composed of twelve 30-day months.
The Bonds will be issued as fully registered obligations in book-entry-only form and when issued will be registered in
the name of Cede & Co., as nominee of The Depository Trust Company (“DTC”), New York, New York. DTC will
act as securities depository (the “Securities Depository”). Book-entry interests in the Bonds will be made available
for purchase in the principal amount of $5,000 or any integral multiple thereof. Purchasers of the Bonds (the
“Beneficial Owners”) will not receive physical delivery of certificates representing their interest in the Bonds. So
long as the Securities Depository is the registered owner of the Bonds, the principal of and interest on the Bonds will
be payable by The Bank of New York Trust Company, National Association, Dallas, Texas, as the initial Paying
Agent/Registrar, to the Securities Depository, which will in turn remit such principal and interest to its participants,
which will in turn remit such principal and interest to the Beneficial Owners. (See “BOOK-ENTRY-ONLY
SYSTEM?” herein.)

The Bonds are not subject to redemption prior to the date of maturity thereof.

The Bonds are special obligations of the City payable solely from and equally and ratably secured by a first lien on
and pledge of the Gross Revenues (defined herein) derived from its ownership and operation of the Airport System. No
mortgage of or lien on any of the physical properties forming a part of the Airport System has been given to secure the
payment of the Bonds. The Bonds are issued on parity with certain outstanding bonds of the City that are also payable
from and secured by a first lien on and pledge of the Gross Revenues. Neither the taxing power of the City or the State
of Texas (or any political subdivision thereof), nor any other funds of the City are pledged to the payment of the Bonds.

The scheduled payment of principal of and interest on the Bonds when due will be guaranteed under an insurance
policy to be issued concurrently with the delivery of the Bonds by Financial Security Assurance Inc. (See “BOND

INSURANCE” herein.)
#FEFSA.

SEE INSIDE COVER PAGE FOR STATED MATURITIES, PRINCIPAL AMOUNTS, INTEREST RATES,
INITIAL YIELDS, CUSIP NUMBERS, AND REDEMPTION PROVISIONS FOR THE BONDS

The Bonds are offered for delivery, when, as, and if issued and received by the initial purchasers thereof named below
(collectively, the “Underwriters™) and are subject to the approving opinion of the Attorney General of the State of Texas and the
legal opinion of McCall, Parkhurst & Horton L.L.P., San Antonio, Texas, Bond Counsel. (See “LEGAL MATTERS” herein.)
Certain legal matters will bekasse_d u;lgon for the City by the City Attorney, and for the Underwriters by their counsel, Winstead
Sechrest & Minick P.C., San Antonio, Texas. The Bonds are expected to be available for delivery through the services of DTC on
or about December 13, 2006.

SIEBERT BRANDFORD SHANK & CO.,, LLC UBS INVESTMENT BANK
PIPER JAFFRAY & CO.




STATED MATURITIES, PRINCIPAL AMOUNTS, INTEREST RATES, INITIAL YIELDS, AND INITIAL
CUSIP NUMBERS

$17,850,000
CITY OF SAN ANTONIO, TEXAS
AIRPORT SYSTEM REVENUE REFUNDING BONDS, SERIES 2006
(Alternative Minimum Tax Bonds)

Maturity Principal Interest Initial Initial CUSIP
July 1 Amount Rate Yield Number®
2007 $1,465,000 5.000% 3.660% 796242 MA 0
2008 1,125,000 5.000 3.710 796242 MB 8
2009 1,165,000 5.000 3.760 796242 MC 6
2010 2,410,000 5.000 3.800 796242 MD 4
2011 2,540,000 5.000 3.820 796242 ME 2
2012 2,645,000 5.000 3.860 796242 MF 9
2013 2,800,000 5.000 3.890 796242 MG 7
2014 3,700,000 5.000 3.930 796242 MH 5

The Bonds are not subject to redemption prior to the maturity thereof.

@ CUSIP numbers have been assigned to the Bonds by Standard & Poor’s CUSIP Service Bureau, A Division of The
McGraw-Hill Companies, Inc., and are included solely for the convenience of the owners of the Bonds. Neither the City,
the Co-Financial Advisors, nor the Underwriters are responsible for the selection or correctness of the CUSIP numbers set
forth herein.

(Remainder of this page is intentionally left blank.)



CITY OF SAN ANTONIO, TEXAS

CITY COUNCIL

Years on

Name City Council Term Expires Occupation
Phil Hardberger, Mayor 1 Year, 4 Months May 31, 2007 Retired Appellate Court Judge
Roger O. Flores, District 1 3 Years, 4 Months May 31, 2007 Restaurant Owner
Sheila D. McNeil, District 2 1 Year, 4 Months May 31, 2007 Self-Employed
Roland Gutierrez, District 3 1 Year, 4 Months May 31, 2007 Attorney
Richard Perez, District 4 3 Years, 4 Months May 31, 2007 Self-Employed
Patti Radle, District 5 3 Years, 4 Months May 31, 2007 Agency Director and Teacher
Delicia Herrera, District 6 1 Year, 4 Months May 31, 2007 Self-Employed
Elena Guajardo, District 7 1 Year, 4 Months May 31, 2007 Retired
Art A. Hall, District 8 3 Years, 4 Months May 31, 2007 Attorney, Investment Banker
Kevin Wolff, District 9 1 Year, 4 Months May 31, 2007 President, Employment Recruiting Firm
Christopher “Chip” Haass, District 10 3 Years, 4 Months May 31, 2007 Educator

CITY OFFICIALS

Years with Years in
Name Position City of San Antonio Current Position
Sheryl L. Sculley City Manager 11 Months 11 Months
Jelynne L. Burley Deputy City Manager 22 Years, 6 Months 8 Months
Pat DiGiovanni Deputy City Manager 7 Months 7 Months
Michael Armstrong Assistant City Manager/ 1 Year, 2 Months 1 Year, 2 Months
Chief Information Officer
Frances A. Gonzalez Assistant City Manager 22 Years 2 Years, 11 Months
Erik J. Walsh Assistant City Manager 12 Years, 4 Months 8 Months
Penny Postoak Ferguson Assistant City Manager 1 Month 1 Month
Michael D. Bernard City Attorney 11 Months 11 Months
Leticia M. Vacek City Clerk 2 Years, 4 Months 2 Years, 4 Months
Thomas G. Wendorf Director of Public Works 7 Years, 6 Months 5 Years, 9 Months
Ben Gorzell Director of Finance 15 Years, 11 Months 4 Months®)
Peter Zanoni Director of Management and Budget 9 Years, 6 Months 2 Years, 9 Months
Mark Webb Director of Aviation 11 Years, 6 Months 4 Months®

@ Appointed Director of Finance on June 12, 2006; previously served as Acting Director of Finance from January 10, 2006, until date of
permanent appointment.

@ Appointed Director of Aviation on June 12, 2006; previously served as Interim Director of Aviation from November 21, 2005, until date of
permanent appointment.

CONSULTANTS AND ADVISORS

Bond Counsel McCall, Parkhurst & Horton L.L.P., San Antonio, Texas
Co-Certified Public Accountants” KPMG L.L.P., San Antonio, Texas,
Leal & Carter, P.C., San Antonio, Texas,

and Robert J. Williams, CPA, San Antonio, Texas

Co-Financial Advisors Coastal Securities, San Antonio, Texas
and Estrada Hinojosa & Company, Inc., San Antonio, Texas

Airport Consultant Unison Maximus

* KPMG L.L.P., Leal & Carter, P.C., and Robert J. Williams, CPA, the City’s independent auditors, have not been engaged to perform and
have not performed, since the date of its report included herein, any procedures on the financial statements addressed in that report. KPMG
L.L.P., Leal & Carter, P.C., and Robert J. Williams, CPA, also have not performed any procedures relating to this Official Statement.



USE OF INFORMATION IN THE OFFICIAL STATEMENT

This Official Statement and the information contained herein are subject to completion and amendment.
Under no circumstances will this Official Statement constitute an offer to sell or the solicitation of an offer to buy,
nor will there be any sale of these securities in any jurisdiction in which such offer, solicitation, or sale would be
unlawful prior to registration or qualification under the securities laws of such jurisdiction.

No dealer, broker, salesman, or other person has been authorized by the City to give any information or to
make any representation with respect to the Bonds, other than as contained in this Official Statement, and if given or
made, such other information or representations must not be relied upon as having been authorized by either of the
foregoing. The information set forth herein has been obtained from sources which are believed to be reliable but is
not guaranteed as to accuracy or completeness and is not to be construed as a representation by the Co-Financial
Advisors or the Underwriters. The information and expressions of opinion herein are subject to change without
notice, and neither the delivery of this Official Statement nor any sale made hereunder will under any circumstances
create any implication that there has been no change in the information or opinions set forth herein after the date of
this Official Statement.

THE BONDS ARE EXEMPT FROM REGISTRATION WITH THE SECURITIES AND EXCHANGE
COMMISSION (THE “SEC”) AND CONSEQUENTLY HAVE NOT BEEN REGISTERED THEREWITH. THE
REGISTRATION, QUALIFICATION, OR EXEMPTION OF THE BONDS IN ACCORDANCE WITH
APPLICABLE SECURITIES LAW PROVISIONS OF THE JURISDICTIONS IN WHICH THESE SECURITIES
HAVE BEEN REGISTERED, QUALIFIED, OR EXEMPTED SHOULD NOT BE REGARDED AS A
RECOMMENDATION THEREOF.

All information contained in this Official Statement is subject, in all respects, to the complete body of
information contained in the original sources thereof and no guaranty, warranty, or other representation is made
concerning the accuracy or completeness of the information herein. In particular, no opinion or representation is
rendered as to whether any projection will approximate actual results, and all opinions, estimates and assumptions,
whether or not expressly identified as such, should not be considered statements of fact.

IN CONNECTION WITH THE OFFERING OF THE BONDS, THE UNDERWRITERS MAY
OVERALLOT OR EFFECT TRANSACTIONS THAT STABILIZE OR MAINTAIN THE MARKET PRICE OF
THE BONDS AT A LEVEL ABOVE THAT WHICH MIGHT OTHERWISE PREVAIL IN THE OPEN
MARKET. SUCH STABILIZING, IF COMMENCED, MAY BE DISCONTINUED AT ANYTIME.

The Underwriters have provided the following sentence for inclusion in this Official Statement. The
Underwriters have reviewed the information in this Official Statement in accordance with, and as part of, their
responsibilities to investors under the federal securities laws as applied to the facts and circumstances of this
transaction, but the Underwriters do not guarantee the accuracy or completeness of such information.

The Co-Financial Advisors have provided the following sentence for inclusion in this Official Statement.
The Co-Financial Advisors have reviewed the information in this Official Statement in accordance with, and as part
of, their responsibilities to the City and, as applicable, to investors under the federal securities laws as applied to the
facts and circumstances of this transaction, but the Co-Financial Advisors do not guarantee the accuracy or
completeness of such information.

The agreements of the City and others related to the Bonds are contained solely in the contracts described
herein. Neither this Official Statement nor any other statement made in connection with the offer or sale of the
Bonds is to be construed as constituting an agreement with the purchasers of the Bonds. INVESTORS SHOULD
READ THE ENTIRE OFFICIAL STATEMENT, INCLUDING ALL APPENDICES ATTACHED HERETO, TO
OBTAIN INFORMATION ESSENTIAL TO MAKING AN INFORMED INVESTMENT DECISION.

Neither the City, the Co-Financial Advisors, nor the Underwriters make any representation or warranty
with respect to the information contained in this Official Statement regarding The Depository Trust Company or its
Book-Entry-Only System.

Other than with respect to information concerning Financial Security Assurance Inc. (“Financial Security™)
contained under the caption “BOND INSURANCE” herein and “SPECIMEN INSURANCE POLICY” attached
hereto as Appendix F herein, none of the information in this Official Statement has been supplied or verified by
Financial Security and Financial Security makes no representation or warranty, express or implied, as to (i) the
accuracy or completeness of such information; (ii) the validity of the Bonds; or (iii) the tax-exempt status of the
interest on the Bonds.
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OFFICIAL STATEMENT
Relating to the

$17,850,000
CITY OF SAN ANTONIO, TEXAS AIRPORT SYSTEM
REVENUE REFUNDING BONDS, SERIES 2006
(Alternative Minimum Tax Bonds)

INTRODUCTION

This Official Statement of the City of San Antonio, Texas (the “City”) provides certain information in
connection with the sale by the City of its $17,850,000 “City of San Antonio, Texas Airport System Revenue Refunding
Bonds, Series 2006 (the “Bonds”). This Official Statement describes the Bonds, the Ordinance (defined herein), and
certain other information about the City and its Airport System (defined herein). All descriptions of documents contained
herein are only summaries and are qualified in their entirety by reference to each such document. Capitalized terms used,
but not defined, herein have the respective meanings assigned thereto in the “EXCERPTS FROM ORDINANCE” attached
hereto as Appendix B. Copies of transaction documents may be obtained from the City at the Office of the Director of
Finance, City Hall Annex, 506 Dolorosa, San Antonio, Texas 78204 and, during the offering period, from the City’s
Co-Financial Advisors, Coastal Securities, 600 Navarro, Suite 350, San Antonio, Texas, 78205, or Estrada Hinojosa &
Company, Inc., 1400 Frost Bank Tower, 100 West Houston Street, San Antonio, Texas 78205, by electronic mail or
upon payment of reasonable copying, mailing, and handling charges.

This Official Statement speaks only as of its date, and the information contained herein is subject to change.
Copies of the final Official Statement will be filed with the Municipal Securities Rulemaking Board, 1900 Duke Street,
Suite 600, Alexandria, Virginia 22314.

The Bonds constitute Additional Parity Obligations, payable from and secured by a first lien on and pledge of
the Gross Revenues, on parity with those City bonds that (a) are also payable from and secured by a first lien and pledge
of the Gross Revenues and (b) remain outstanding subsequent to the issuance of the Bonds (such other bonds,
collectively, the “Outstanding Parity Bonds”). The City has, in the Ordinance (defined herein), reserved the right to
issue additional Additional Parity Obligations, which obligations, along with the Bonds and the Outstanding Parity
Bonds, are referred to herein, collectively, as the “Parity Obligations”. The Parity Obligations are generally described
as debt obligations of the City issued thereby in support, and payable from the operational revenues, of the Airport
System. Upon delivery of the Bonds, the aggregate principal amount of all outstanding Parity Obligations will equal
$167,290,000.

In addition to the Parity Obligations, the City has issued other debt obligations in support of its Airport System,
including its “City of San Antonio, Texas Passenger Facility Charge and Subordinate Lien Airport System Revenue
Improvement Bonds, Series 2002,” currently outstanding in the aggregate principal amount of $34,270,000, and its
“City of San Antonio, Texas Passenger Facility Charge and Subordinate Lien Airport System Revenue Improvement
Bonds, Series 2005”, currently outstanding, in the aggregate principal amount of $37,260,000 (such respective series of
bonds, as well as any future series of bonds payable from PFC Bonds Security (defined herein) on parity therewith,
collectively, the “PFC Bonds™). The PFC Bonds are payable from and secured by a first lien on and pledge of the
revenues of the Passenger Facility Charge (the “PFC” and such revenues derived from the collection thereof, the “PFC
Revenues”; see “THE AIRPORT SYSTEM - Capital Improvement Plan — Proposed PFC Projects” for a description of
PFC Revenues) approved by the Federal Aviation Administration (the “FAA”) and imposed and collected by the City
with respect to its International Airport (defined herein), with additional security provided by a first lien on and pledge
of the “Subordinate Net Revenues” (the respective first lien on and pledge of the PFC Revenues and the Subordinate
Net Revenues, together the “PFC Bonds Security”). “Subordinate Net Revenues” represents the amount of “Net
Revenues” that remain after payment of debt service on the Parity Obligations. The City has reserved the right to issue
additional obligations payable from the PFC Revenues on a parity with or subordinate to the outstanding PFC Bonds.
The City currently plans to issue additional PFC Bonds as a component of its Airport System CIP (defined herein) in the
years 2007 and 2009, although the City is under no obligation to do so.

In addition to the foregoing, the City may, from time to time, issue (a) debt obligations secured solely by a lien
on and pledge of the Subordinate Net Revenues and (b) Special Facilities Debt (defined herein) for the purpose of



providing Special Facilities (defined herein), which debt is separately secured by a pledge of certain rentals derived
from the leasing of such Special Facilities. As of September 30, 2006, the only Special Facilities Debt obligations
outstanding were the “City of San Antonio, Texas Special Facilities Airport Revenue Bonds, Series 1995 (The Cessna
Aircraft Company Project)” in the principal amount of $3,800,000. The City currently has no outstanding indebtedness
payable solely from a lien on and pledge of Subordinate Net Revenues.
This Official Statement describes only the Bonds.
PLAN OF FINANCING
Purpose

The City is issuing the Bonds for the purposes of refunding certain of its outstanding Parity Bonds identified in
Schedule I hereto (such identified Parity Bonds, the “Refunded Bonds”) and paying the costs of issuance of the Bonds.

Authority for Issuance

The Bonds will be issued in accordance with applicable law (including Chapter 22, Texas Transportation Code
and Chapters 1207 and 1503, respectively, Texas Government Code); the master ordinance adopted by the City Council
of the City (the “City Council”) on April 19, 2001 (the “Master Ordinance”); and an Eighth Supplement to the Master
Ordinance adopted by the City Council on or about November 16, 2006 (the “Eighth Supplement” and, together with
the Master Ordinance, the “Ordinance™).
Sources and Uses

The following is a summary of the application of the proceeds of the Bonds and the sources and uses of funds:

Sources of Funds

Principal Amount of the Bonds $17,850,000.00
Plus Net Premium 869,923.10
Plus Accrued Interest 104,125.00
Total Sources of Funds $18,824,048.10
Uses of Funds
Interest and Sinking Fund Deposit (Accrued Interest) $ 104,125.00
Escrow Fund Deposit 18,366,062.42
Underwriters’ Discount 114,234.55
Costs of Issuance (including Bond Insurance Premium
and Surety Policy Premium) 239,626.13
Total Uses of Funds $18,824,048.10

Refunded Bonds

The Refunded Bonds, and interest due thereon, are to be paid on the scheduled interest payment dates or the
redemption date, if any, identified on Schedule | attached hereto (the “Redemption Date”) from funds to be deposited
with The Bank of New York Trust Company, National Association, Dallas, Texas (the “Escrow Agent”), pursuant to an
Escrow Agreement, dated as of November 1, 2006 (the “Escrow Agreement”), between the City and the Escrow Agent.

The Ordinance provides that the City will deposit certain proceeds of the sale of the Bonds and available funds
of the City with the Escrow Agent in such amounts which are necessary, when combined with the interest earnings
thereon, to accomplish the discharge and final payment of the Refunded Bonds. Such funds will be held by the Escrow
Agent in an escrow fund (the “Escrow Fund”) irrevocably pledged to the payment of principal of and interest on the
Refunded Bonds and will be used to purchase certain obligations of the United States of America and obligations of
agencies or instrumentalities of the United States, including obligations that are unconditionally guaranteed by the
agency or instrumentality, that are noncallable and that were, on the date the Eighth Supplement was adopted, rated as
to investment quality by a nationally recognized rating firm not less than “AAA” (the “Federal Securities”). Such



maturing principal of and interest on the Federal Securities will not be available to pay the debt service requirements on
the Bonds.

Simultaneously with the issuance of the Bonds, the City will give irrevocable instructions to give the required
notice to the owners of the Refunded Bonds that said bonds will be redeemed prior to their stated maturity on the
Redemption Date, on which date the money held in the Escrow Fund will be made available to redeem the Refunded
Bonds.

Grant Thornton LLP, Minneapolis, Minnesota (the “Verification Agent”), will verify from the information
provided to them the mathematical accuracy, as of the date of the closing on the Bonds, of (1) the computations
contained in the schedules provided by Coastal Securities, the Co-Financial Advisor to the City, to determine that the
anticipated receipts from the Federal Securities and cash deposits listed in the schedules, to be held in escrow, will be
sufficient to pay, when due, the principal, interest, and redemption premium payment requirements of the Refunded
Bonds, and (2) the computations of yield on both the Federal Securities and the Bonds, contained in the aforementioned
schedules, which were used by Bond Counsel in its determination that the interest on the Bonds is excludable from
gross income for federal income tax purposes. The Verification Agent will express no opinion on the assumptions
provided to them, nor as to the exemption from taxation of the interest on the Bonds. (See “VERIFICATION OF
ARITHMETICAL AND MATHEMATICAL COMPUTATIONS” herein.)

The Escrow Agent will hold and administer the Escrow Fund and will apply the maturing principal of and
interest on the Federal Securities to payments of principal of, redemption premium, and interest on the Refunded Bonds.
By the deposit of the Federal Securities and cash with the Escrow Agent pursuant to the Escrow Agreement, and in
reliance upon the report of the Verification Agent, Bond Counsel is of the opinion that the City will have entered into
firm banking and financial arrangements for the final payment and discharge of the Refunded Bonds pursuant to the
terms of the ordinance authorizing their issuance and in accordance with applicable Texas law, and that the Refunded
Bonds will be deemed to be no longer outstanding, except for the purpose of being paid from funds held in the Escrow
Fund. (See “FORM OF BOND COUNSEL OPINION” attached hereto as Appendix E.)

The City has covenanted in the Escrow Agreement to make timely deposits to the Escrow Fund, from lawfully
available funds, of any additional amounts required to pay the principal of, redemption premium, and interest on the
Refunded Bonds if for any reason the cash balance on deposit or scheduled to be on deposit in the Escrow Fund should
be insufficient to make such payments.

Security for the Bonds

The Bonds are payable from and secured by an irrevocable first lien on and pledge of the Gross Revenues, on
parity with the other Parity Obligations. “Gross Revenues” include all of the revenues and income of every nature and
from whatever source derived by the City (but excluding grants and donations for capital purposes) from the operation
and/or ownership of the Airport System, including the income earned from the investment or deposit of money in each
“Fund” (except the Construction Fund) created by the Master Ordinance; provided, however, that if the net rent
(excluding ground rent) from any lease is pledged to the payment of principal, interest, reserve, or other requirements in
connection with revenue bonds issued by the City to provide Special Facilities for the Airport System for the lessee (or
in connection with bonds issued to refund said revenue bonds) the amount of such net rent so pledged and actually used
to pay such requirements does not constitute and is not considered Gross Revenues, but all ground rent, and any net rent
in excess of the amounts so pledged and used, must be deposited in the Revenue Fund. Without limiting the generality
of the foregoing, the term “Gross Revenues” includes all landing fees and charges, ground rentals, space rentals in
buildings and all charges made to concessionaires, and all revenues of any nature derived from contracts or use
agreements with airlines and other users of the Airport System and its facilities. The term Gross Revenues does not
include any PFCs or any other similar Airport System-related charges that may be imposed by the City pursuant to
federal law.

THE BONDS ARE SPECIAL OBLIGATIONS OF THE CITY, PAYABLE SOLELY FROM A FIRST
AND PRIOR LIEN ON AND PLEDGE OF THE GROSS REVENUES OF THE AIRPORT SYSTEM.
NEITHER THE TAXING POWER OF THE CITY, THE STATE OF TEXAS, OR ANY POLITICAL
SUBDIVISION THEREOF, NOR ANY OTHER FUNDS OF THE CITY, ARE PLEDGED TO THE PAYMENT
OF THE BONDS. NO MORTGAGE OR LIEN HAS BEEN CREATED ON THE PHYSICAL PROPERTIES



OF THE AIRPORT SYSTEM OR ANY OTHER PROPERTY OF THE CITY TO SECURE PAYMENT OF
THE BONDS.

Bond Insurance

The payment of the principal of and interest on the Bonds is expected to be guaranteed by a municipal bond
insurance policy delivered in conjunction with their issuance. (See “BOND INSURANCE?” herein.)

Perfection of Security Interest in Gross Revenues

Chapter 1208, Texas Government Code, applies to the issuance of the Bonds and the pledge of the Gross
Revenues thereto, and such pledge is, therefore, valid, effective, and perfected. Should Texas law be amended at any
time while the Bonds are outstanding and unpaid, the result of such amendment being that the pledge of the Gross
Revenues is to be subject to the filing requirements of Chapter 9, Texas Business & Commerce Code, in order to
preserve to the registered owners of the Bonds a security interest in such pledge, the City agrees to take such measures
as it determines are reasonable and necessary to enable a filing of a security interest in said pledge to occur.

DEBT SERVICE REQUIREMENTS

The following schedule reflects the total principal and interest requirements on all outstanding Parity
Obligations.

Fiscal Year The Bonds Total
Ending Existing Refunded Total Debt Service on
September 30 Debt Service® Debt Service Principal Interest Debt Service all Parity Obligations
2007 $ 16,997,859 $ 2,063,663 $ 1,465,000 $ 595,000 $ 2,060,000 $ 16,994,196
2008 17,072,461 2,078,813 1,125,000 819,250 1,944,250 16,937,898
2009 18,000,949 2,064,688 1,165,000 763,000 1,928,000 17,864,261
2010 18,022,136 3,247,713 2,410,000 704,750 3,114,750 17,889,173
2011 18,508,561 3,259,488 2,540,000 584,250 3,124,250 18,373,323
2012 18,493,686 3,237,713 2,645,000 457,250 3,102,250 18,358,223
2013 18,511,636 3,258,813 2,800,000 325,000 3,125,000 18,377,823
2014 15,483,549 4,018,500 3,700,000 185,000 3,885,000 15,350,049
2015 15,529,061 -0- -0- -0- -0- 15,529,061
2016 15,544,155 -0- -0- -0- -0- 15,544,155
2017 7,540,080 -0- -0- -0- -0- 7,540,080
2018 7,545,993 -0- -0- -0- -0- 7,545,993
2019 7,558,263 -0- -0- -0- -0- 7,558,263
2020 7,566,763 -0- -0- -0- -0- 7,566,763
2021 7,573,475 -0- -0- -0- -0- 7,573,475
2022 7,586,013 -0- -0- -0- -0- 7,586,013
2023 7,593,325 -0- -0- -0- -0- 7,593,325
2024 7,604,888 -0- -0- -0- -0- 7,604,888
2025 7,609,650 -0- -0- -0- -0- 7,609,650
2026 7,622,088 -0- -0- -0- -0- 7,622,088
2027 7,635,888 -0- -0- -0- -0- 7,635,888
Totals $255,600,479 $23,229,391 $17,850,000 $4,433,500 $22,283,500 $254,654,588

@ Includes the Refunded Bonds.
THE BONDS
General Description

The Bonds will be dated November 1, 2006 and will bear interest from such date at the rates set forth on the
inside cover page hereof payable on January 1 and July 1 of each year, commencing July 1, 2007, until the stated maturity



or prior redemption thereof. The principal of and interest on the Bonds are payable in the manner described herein under
“THE BONDS - Book-Entry-Only System.”

In the event the Book-Entry-Only System (described herein) is discontinued, the interest on the Bonds will be
payable to the registered owner as shown on the security register maintained by the Paying Agent/Registrar relating to the
Bonds (the “Register™), as of the Record Date (defined herein), by check, mailed first-class postage prepaid, to the address
of such person on the security register or by such other method acceptable to the Paying Agent/Registrar requested by and
at the risk and expense of the registered owner. In the event the Book-Entry-Only System is discontinued, the principal of
the Bonds will be payable at stated maturity upon presentation and surrender thereof at the designated payment office of
the Paying Agent/Registrar.

If the date for the payment of the principal of or interest on the Bonds is a Saturday, a Sunday, a legal holiday, or
a day when banking institutions in the city where the Paying Agent/Registrar is located are authorized to close or the U.S.
Post Office is not open for business, then the date for such payment will be the next succeeding day which is not such a
day, and payment on such date will have the same force and effect as if made on the date payment was due.

Paying Agent/Registrar

The initial Paying Agent/Registrar is The Bank of New York Trust Company, National Association, Dallas,
Texas (the “Paying Agent/Registrar”). In the Ordinance, the City covenants to provide a competent and legally qualified
bank, trust company, financial institution, or other entity to act as and perform the services of Paying Agent/Registrar at all
times until the Bonds are duly paid, and the City retains the right to replace the Paying Agent/Registrar. If the Paying
Agent/Registrar is replaced by the City, the new Paying Agent/Registrar must accept the previous Paying
Agent/Registrar’s records and act in the same capacity as the previous Paying Agent/Registrar. Any successor Paying
Agent/Registrar, selected at the sole discretion of the City, must be a bank, trust company, financial institution, or other
entity duly qualified and legally authorized to serve as a Paying Agent/Registrar for the Bonds. Upon a change in the
Paying Agent/Registrar for the Bonds, the City is required to promptly cause written notice thereof to be sent to each
registered owner of the Bonds by U.S. mail, first-class postage prepaid.

Record Date for Interest Payment

The record date for determining the person to whom the semiannual interest on the Bonds is payable on any
interest payment date (the “Record Date”) is the 15" day of the month next preceding such interest payment date. In the
event of a non-payment of interest on a scheduled payment date, and for 30 days thereafter, a new record date for such
interest payment (a “Special Record Date”) will be established by the Paying Agent/Registrar, if and when funds for the
payment of such interest have been received from the City. Notice of the Special Record Date and of the scheduled
payment date of the past due interest (which must be 15 days after the Special Record Date) will be sent at least five
business days prior to the Special Record Date by U.S. mail, first-class postage prepaid, to the address of each registered
owner of a Bond appearing on the registration books of the Paying Agent/Registrar at the close of business on the day
next preceding the date of mailing of such notice.

Bond Provisions

Transfer, Exchange, and Registration. In the event the Bonds are not in the Book-Entry-Only System, the
Bonds may be registered, transferred, assigned, and exchanged on the Register only upon presentation and surrender
thereof to the Paying Agent/Registrar, and such registration, transfer, and exchange will be without expense or service
charge to the registered owner, except for any tax or other governmental charges required to be paid with respect to such
registration, transfer, and exchange. A Bond may be assigned by the execution of an assignment form on the Bonds or
by other instrument of transfer and assignment acceptable to the Paying Agent/Registrar. The new Bonds will be
delivered by the Paying Agent/Registrar in lieu of the Bonds being transferred or exchanged at the designated payment
office of the Paying Agent/Registrar, or sent by U.S. registered mail to the new registered owner at the registered
owner’s request, risk, and expense. New Bonds issued in an exchange or transfer of the Bonds will be delivered to the
registered owner or assignee of the registered owner, to the extent possible, within three business days after the receipt
of the Bonds to be canceled in the exchange or transfer and the written instrument of transfer or request for exchange
duly executed by the registered owner or his duly authorized agent, in form satisfactory to the Paying Agent/Registrar.
New Bonds registered and delivered in an exchange or transfer will be in denominations of $5,000 for any one stated




maturity or any integral multiple thereof and for a like aggregate principal amount, series, and rate of interest as the
Bonds surrendered for exchange or transfer. (See “THE BONDS — Book-Entry-Only System” herein for a description
of the system to be utilized in regard to ownership and transferability of the Bonds while the Bonds are issued under
DTC’s Book-Entry-Only System.)

Limitation on Transfer. Neither the City nor the Paying Agent/Registrar will be required to transfer or
exchange any Bonds during the period commencing at the close of business on the Record Date and ending at the
opening of business on the next interest payment date.

Defaults and Remedies. The Master Ordinance provides that if the City defaults in the payment of principal of
or interest on any Parity Obligation or a default in the performance of any duty or covenant provided by law or in the
Master Ordinance and any Supplement, the owner or owners of a Parity Obligation may pursue all legal remedies
afforded by the Constitution and laws of the State of Texas to compel the City to remedy such default and to prevent
further default or defaults. Without in any way limiting the generality of the foregoing, the Master Ordinance expressly
provides that any owner of a Parity Obligation may at law or in equity, by suit, action, mandamus, or other proceedings
filed in any court of competent jurisdiction, enforce and compel performance of all duties required to be performed by
the City under the Master Ordinance and any Supplement, including the making of reasonably required rates and
charges for the use and services of the Airport System, the deposit of the Gross Revenues into the Funds and Accounts
provided in the Master Ordinance and any Supplement, and the application of such Gross Revenues in the manner
required in the Master Ordinance and any Supplement. The issuance of a writ of mandamus is controlled by equitable
principles, so it rests with the discretion of the court but may not be arbitrarily refused. There is no acceleration of
maturity of the Bonds in the event of default and, consequently, the remedy of mandamus may have to be relied upon
from year to year. The Master Ordinance does not provide for the appointment of a trustee to represent the interest of
the bondholders upon any failure of the City to perform in accordance with the terms of the Master Ordinance or any
Supplement, or upon any other condition and, accordingly, all legal actions to enforce such remedies would have to be
undertaken at the initiative of, and be financed by, the registered owners of the Parity Obligations. On June 30, 2006,
the Texas Supreme Court ruled in Tooke v. City of Mexia, 197 S.W.3d 325 (Tex.2006) that a waiver of sovereign
immunity in a contractual dispute must be provided for by statute in “clear and unambiguous” language. Because it is
unclear whether the Texas Legislature has effectively waived the City’s sovereign immunity from a suit for money
damages, Bondholders may not be able to bring such a suit against the City for breach of the Parity Obligations or the
Ordinance covenants. Even if a judgment against the City could be obtained, it could not be enforced by direct levy and
execution against the City's property. Furthermore, the City is eligible to seek relief from its creditors under Chapter 9
of the U.S. Bankruptcy Code (“Chapter 9”); however, Chapter 9 provides for the recognition of a security interest
represented by a specifically pledged source of revenues, such as that of the Gross Revenues. Chapter 9 also includes
an automatic stay provision that would prohibit, without Bankruptcy Court approval, the prosecution of any other legal
action by creditors or bondholders of an entity which has sought protection under Chapter 9. Therefore, should the City
avail itself of Chapter 9 protection from creditors, the ability to enforce any other remedies available to the registered
owners, other than for the pledge of Gross Revenues securing the Parity Obligations, would be subject to the approval
of the Bankruptcy Court (which could require that the action be heard in Bankruptcy Court instead of other federal or
state court); and the Bankruptcy Code provides for broad discretionary powers of a Bankruptcy Court in administering
any proceeding brought before it. The opinion of Bond Counsel will note that all opinions relative to the enforceability
of the Ordinance and the Bonds are qualified with respect to the customary rights of debtors relative to their creditors.

Defeasance. The City may discharge its obligation to the registered owners of any or all of the Bonds to pay
principal and interest, within the meaning of the Ordinance when payment of the principal of and interest on such Bonds
to the stated maturity thereof or to the redemption date thereof has been made, by depositing with any permitted entity,
as specified in Chapter 1207, Texas Government Code, as amended, for such Bonds: (i) money sufficient to pay the
principal amount of such Bonds plus interest thereon to the date of maturity or redemption, (ii) Government Obligations
(as defined below) bearing interest at rates sufficient to provide for the timely payment of the principal amount of such
Bonds plus interest thereon to the date of maturity or redemption, or (iii) a combination of money and Government
Obligations together sufficient to make such payment.

The Ordinance provides that “Government Obligations” means the (i) direct noncallable obligations of the
United States, including obligations that are unconditionally guaranteed by the United States of America; (ii)
noncallable obligations of an agency or instrumentality of the United States, including obligations that are
unconditionally guaranteed or insured by the agency of instrumentality and that, on the date the governing body of the



City adopts or approves the proceedings authorizing the issuance of refunding bonds, are rated as to investment quality
by a nationally recognized investment rating firm not less than “AAA” or its equivalent, or (iii) noncallable obligations
of a state or an agency or a county, municipality, or other political subdivision of a state that have been refunded and
that, on the date the governing body of the City adopts or approves the proceedings and authorizing the issuance of
refunding bonds, are rated as to investment quality by a nationally recognized investment rating firm not less than
“AAA” or its equivalent.

Upon such deposit as described above, such Bonds will no longer be regarded to be outstanding or unpaid and
shall no longer be entitled to the benefits and the rights afforded under the Ordinance, including (but not limited to) the
pledge of the Pledged Revenues.

Ordinance Provisions

Amendments to Ordinance. General. The City has reserved the right to amend the Master Ordinance under
the conditions permitted by Section 19 thereof. Certain amendments may be made without the consent of any holders
of the Parity Obligations. Other amendments would require the consent of the holders of at least a majority in aggregate
principal amount of the Parity Obligations. For a complete description of the manner in which the Master Ordinance
may be amended, see Section 19 included in Appendix B attached hereto.

In addition, the City has reserved the right to amend the Eighth Supplement under the conditions permitted by
Section 11 thereof. Certain amendments may be made without the consent of any holders of the Bonds. Other
amendments would require the consent of the holders of at least a majority in aggregate principal amount of the Bonds.
For a complete description of the manner in which the Eighth Supplement may be amended, see Section 11 thereof
included in Appendix B attached hereto.

Additional Parity Obligations. The City may issue Additional Parity Obligations on a parity with all then-
outstanding Parity Obligations (including the Bonds) in accordance with the provisions and upon satisfaction of the
requirements set forth in Section 17 of the Master Ordinance, and is included in Appendix B attached hereto. The City
may also issue obligations payable from only the Subordinate Net Revenues on a parity with or subordinate to the PFC
Bonds under certain situations described in Appendix B hereto.

Subordinated Debt. While any Parity Obligations are outstanding and unpaid, the City cannot additionally
encumber the Gross Revenues in any manner, except as permitted in the Master Ordinance in connection with its
issuance of Additional Parity Obligations, unless said encumbrance is made junior and subordinate in all respect to the
liens, pledges, covenants, and agreements of the Master Ordinance and any Supplement authorizing the issuance of any
Parity Obligations; provided, however, the right of the City to issue obligations payable from a lien which is
subordinated to the first lien on Gross Revenues securing the Parity Obligations, including Subordinated Debt, is
specifically recognized and retained. The PFC Bonds, payable from the PFC Revenues and by a lien on and pledge of
the Subordinate Net Revenues represent the only Subordinated Debt currently outstanding.

Rate Covenant Relating to Outstanding Parity Obligations. The City has covenanted in the Master Ordinance
to fix, maintain, enforce, charge, and collect rentals, rates, fees, charges and amounts for the use, operation, services,
facilities, and occupancy of the Airport System at levels necessary to produce in each Fiscal Year Gross Revenues at
least sufficient to pay the Operation and Maintenance Expenses during each Fiscal Year and to provide an amount equal
to 1.25 times the principal and interest requirements (other than capitalized interest) during each Fiscal Year on all then-
outstanding Parity Obligations. If the Airport System becomes liable for any other obligations or indebtedness, the City
has covenanted in the Master Ordinance to fix, maintain, enforce, charge, and collect additional rates, fees, charges and
amounts for use, occupancy, services, facilities, and operation of the Airport System sufficient to establish and maintain
funds for the payment thereof.

Funds and Accounts; Flow of Funds. The following paragraphs briefly describe in summary form the manner
in which Gross Revenues are utilized and their priority of payment. For a complete description of the flow of funds as
they relate to the Bonds, see Sections 6 through 12 of the Master Ordinance and Sections 8 and 9 of the Eighth
Supplement, all of which are included in Appendix B hereto.




Revenue Fund. All Gross Revenues are credited from day to day as received to the credit of the Revenue
Fund. Gross Revenues in the Revenue Fund are deposited to the credit of the other Funds and Accounts described in
the Master Ordinance, in the manner and amounts hereinafter provided, and each of such Funds and Accounts have
priority as to such deposits in the order as discussed in the following paragraphs.

Bond Fund. Deposits to the Bond Fund are made on or before the 25" day of each month in approximately
equal monthly installments, as will be sufficient, together with any other funds on deposit therein and available for such
purpose, to pay the interest or principal and interest scheduled to come due on all the Parity Obligations, or required to
be redeemed prior to stated maturity, on the next interest payment date.

Bond Reserve Fund. The Bond Reserve Fund is required to contain an amount of money and investments
equal in market value to the Average Annual Debt Service Requirements on all Parity Obligations (the “Required
Reserve Amount™). Under the provisions of the Master Ordinance, the City, at its option, may fund all or a portion of
the Bond Reserve Fund at the Required Reserve Amount by purchasing a Credit Facility that will provide funds,
together with other Reserve Fund Obligations, if any, credited to the Bond Reserve Fund, at least equal to the Required
Reserve Amount. The City may replace or substitute a Credit Facility for all or a portion of the cash or Eligible
Investments on deposit in the Bond Reserve Fund or in substitution for or replacement of any existing Credit Facility.

As of the date hereof, the Bond Reserve Fund is fully funded in the amount required to be on deposit therein
pursuant to the Ordinance through a combination of money, investments, and a Credit Facility issued in connection with
the Refunded Bonds. Upon the delivery of the Bonds, Financial Security (defined herein) will deliver its debt service
reserve fund surety policy (the “Surety Policy”) relating to the Bonds for deposit to the Bond Reserve Fund. The
coverage limits of the Surety Policy will be sufficient to account for any deficiency in the Bond Reserve Fund balance
upon the cancellation of the existing Credit Facility relating to the Refunded Bonds, which cancellation will occur at the
time said bonds are defeased. Upon delivery of the Surety Policy, the amount on deposit in the Bond Reserve Fund will
be at least equal to the Required Reserve Amount.

Operation and Maintenance Account in the Revenue Fund. All amounts in the Revenue Fund in excess of
those required to be made to the credit of the Bond Fund and the Bond Reserve Fund are deemed to constitute, and are
designated as, the Operation and Maintenance Account in the Revenue Fund. The amounts in the Operation and
Maintenance Account are, first, used to pay all Operation and Maintenance Expenses, and second, transferred to the
Subordinated Debt Fund (at the times and in the amounts required by any Supplement to the Master Ordinance
authorizing such Subordinated Debt) to provide for the payment of principal, premium, if any, and interest on, and other
payments (excluding any Operation and Maintenance Expenses, but including payments to a related debt service reserve
fund) incurred in connection with, any Subordinated Debt, including the PFC Bonds. Such payments and transfers
described in the preceding sentence have priority over all deposits to the credit of the Capital Improvement Fund as
hereinafter provided. No deposit may ever be made to the credit of the Capital Improvement Fund if any such deposit
would reduce the amount on hand in the Operation and Maintenance Account to less than the budgeted or estimated
Operation and Maintenance Expenses for the ensuing three calendar months.

Subordinated Debt Fund. For the sole purpose of paying the principal amount of, premium, if any, and interest
on, and other payments (excluding any Operation and Maintenance Expenses, but including payments to a related debt
service reserve fund) incurred in connection with Subordinated Debt, the City may create in a Supplement which
authorizes the issuance of Subordinated Debt a separate fund designated as the Subordinated Debt Fund.

Capital Improvement Fund. After making all other required deposits and transfers, if any, to the Bond Fund,
the Bond Reserve Fund, and the Operation and Maintenance Account in the Revenue Fund, the City will transfer the
balance remaining in the Operation and Maintenance Account in the Revenue Fund at the end of each Fiscal Year and
deposit the same to the credit of the Capital Improvement Fund. The Capital Improvement Fund will be used for the
purposes, and with priority of claim thereon, as follows: first, for the payment of principal, interest, and reserve
requirements on any Parity Obligations if funds on deposit in the Bond Fund and the Bond Reserve Fund are
insufficient to make such payments; second, for the payment of principal, interest, and reserve requirements on
Subordinated Debt if funds on deposit in the Subordinated Debt Fund and any related debt service reserve fund are
insufficient to make such payments; third, for the purpose of paying the costs of improvements, enlargements,
extensions, additions, replacements, repairs, or other capital expenditures related to the Airport System; and fourth, for
any other lawful purpose related to the Airport System.



Rebate Fund. The Rebate Fund is for the sole benefit of the United States of America and will not be subject
to the lien created by the Ordinances or to the claim of any other Person, including the Holders of the Bonds. Amounts
deposited to the Rebate Fund, together with any investment earnings thereon, will be held in trust and applied solely as
provided in section 148 of the Code.

Book-Entry-Only System

General. DTC will act as securities depository for the Bonds. The Bonds will be issued as fully-registered
securities registered in the name of Cede & Co. (DTC’s partnership nominee) or such other name as may be requested
by an authorized representative of DTC. One fully-registered certificate will be issued for the Bonds, in the aggregate
principal amount of such issue, and will be deposited with DTC. The City may decide to discontinue the use of the
system of book-entry transfers through DTC (or a successor securities depository). In that event, Bonds will be printed
and delivered and the Bonds will be subject to transfer, exchange, and registration provisions as set forth in the
Ordinance and summarized under “THE BONDS - Bond Provisions — Registration, Transferability, and Exchange”
above.

Appendix D hereto describes how ownership of the Bonds is to be transferred and how the principal of and
interest on the Bonds are to be paid to and credited by DTC while the Bonds are registered in its nominee name. The
information in Appendix D concerning DTC and the Book-Entry-Only System has been provided by DTC for use in
disclosure documents such as this Official Statement. The City believes the source of such information to be reliable,
but takes no responsibility for the accuracy or completeness thereof.

The City cannot and does not give any assurance that (i) DTC will distribute payments of debt service on the
Bonds or redemption or other notices, to DTC Participants, (ii) DTC Participants or others will distribute debt service
payments paid to DTC or its nominee (as the registered owner of the Bonds), or redemption or other notices, to the
Beneficial Owners (as defined herein), or that they will do so on a timely basis, or (iii) DTC will serve and act in the
manner described in this Official Statement. The current rules applicable to DTC are on file with the Securities and
Exchange Commission, and the current procedures of DTC to be followed in dealing with DTC Participants are on file
with DTC.

Use of Certain Terms in Other Sections of this Official Statement. With respect to this Official Statement,
readers should understand that while the Bonds are in the Book-Entry-Only System, references in other sections of this
Official Statement to “Registered Owners” should be read to include the person for which the Direct Participant or
Indirect Participant acquires an interest in the Bonds, but (i) all rights of ownership must be exercised through DTC and
the Book-Entry Only System and (ii) except as described above, notices that are to be given to registered owners under
the Ordinance are required to be given only to DTC.

Payment Record
The City has never defaulted in payments on its bonded indebtedness.
THE AIRPORT SYSTEM
General

The City’s airport system consists of the San Antonio International Airport (the “International Airport” or the
“Airport”) and Stinson Municipal Airport (“Stinson”) (the International Airport and Stinson, collectively, the “Airport
System”), both of which are owned by the City and operated by its Aviation Department (the “Department”).

The International Airport, located on a 2,600-acre site that is adjacent to Loop 410 freeway and U.S. Highway
281, is eight miles north of the City’s downtown business district. The International Airport consists of three runways
with the main runway measuring 8,502 feet and able to accommodate the largest commercial passenger aircraft. Its two
terminal buildings contain 24 second level gates. Presently, the following domestic air carriers provide service to San
Antonio: American, American Eagle, Chautauqua, America West (which recently merged with US Airways), Mesa,
Continental, Continental Express, Delta, Delta Connection/ASA, Delta Connection/Comair, Frontier, Midwest,



Northwest, Southwest, Trans States, United, and United Express/Skywest. Mexicana, Aeromexico, and Aerolitoral are
Mexican airlines that provide passenger service to Mexico.

An Airport Master Plan for the International Airport was completed in 1998 for the purpose of facilitating
Airport expansion in anticipation of meeting projected demand. The Airport Master Plan design allows for an increase
from 24 to 55 gates. It is estimated that current gate facilities are being utilized at 88% of capacity (see “THE
AIRPORT SYSTEM - Capital Improvement Plan” below).

The International Airport is considered a medium hub facility by the FAA. For the calendar year ended
December 31, 2005, the International Airport enplaned approximately 3,708,351 passengers. Airport management has
determined that of the Airport’s passenger traffic, approximately 88% is origination and destination in nature (which is
important because it demonstrates strong travel to and from the City independent from any one airline’s hubbing
strategies). A variety of services is available to the traveling public from approximately 245 commercial businesses
including nine rental car companies which lease facilities at the International Airport and Stinson Municipal Airport (as
described in more detail below).

Stinson, located on 300 acres approximately 5.2 miles southeast of the City’s downtown business district was
established in 1915 and is one of the country’s first municipally owned airports. It is today the second oldest
continuously operating airport in the U.S. and is the FAA’s designated general aviation reliever airport to International
Airport. An Airport Master Plan for Stinson was initiated in March 2001 to facilitate the development of Stinson and to
expand its role as a general aviation reliever to the International Airport. The Texas Department of Transportation
accepted the Master Plan in 2002 and has recommended $16.0 million in grant funding for capital improvements over
the next ten to fifteen years. The expansion of Stinson’s facilities is also needed to take advantage of new,
complementary business opportunities evolving with the synergy between Brooks City Base, KellyUSA, and the
Stinson Airport. A Targeted Industries Study was completed in 2003 as part of the master planning process. The study
will help facilitate development of Stinson properties through the identification of industries and businesses considered
to be compatible for locating at the Stinson Municipal Airport.

(Remainder of this page is intentionally left blank.)
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Capital Improvement Plan

General. In order to meet future airport capacity requirements, the “Airport Master Plan” for the International
Airport was completed in 1998. This plan made recommendations to expand terminal and airfield capacity in an orderly
manner to coincide with projected growth in passengers and aircraft operations. In fiscal year 2001-02, the City
commenced implementation of a ten-year Airport “Capital Improvement Plan” (the “CIP”). Due to the terrorist attacks
of September 11, 2001, and the resultant industry slowdown, however, the timing of some projects has been adjusted,
and the ultimate completion of the CIP is expected to extend beyond 2015. A “Master Plan Update” is scheduled for
delivery in 2010. The CIP addresses both terminal and airfield improvements, including the removal of the existing
Terminal 2, parts of which are over 50 years old, and the addition of two concourses with corresponding terminal space,
public parking facilities, cargo facilities, roadway improvements, and extension and improvement to two runways along
with supporting taxiways and aircraft apron. The CIP over the next five years addresses primarily terminal-related
improvements, parking, cargo facilities, roadway improvements, and airfield improvements. The anticipated sources of
funding for the Airport’s CIP per the City’s Adopted Capital Budget for Fiscal Year 2007 through 2012 are as follows:

Funding Sources Anticipated Funding
AIP Grants
Entitlements $ 19,050,000
General Discretionary 63,225,000
Noise Discretionary 30,120,000
TxDOT 7,743,000
Passenger Facility Charges
Pay-As-You-Go 19,302,000
PFC Secured Bonds 106,884,000
Other Funding
Airport Funds 49,789,000
Airport Revenue (Parity) Bonds 79,420,000
Total — All Sources $375,533,000

The CIP includes capital improvements, which are generally described as follows:

Improvements Amount
International Airport
Terminal Area Expansion $217,405,000
Airfield Improvements 110,083,000
Cargo Facilities 16,735,000
Other Improvements 22,082,000
Stinson Airport 9,228,000
Total $375,533,000

Proposed PFC Projects. Public agencies wishing to impose Passenger Facility Charges are required to apply to
the FAA for such authority and must meet certain requirements specified in the PFC Act (defined herein) and the
implementing regulations issued by the FAA.

The FAA issued a “Record of Decision” on August 29, 2001 approving the City’s initial PFC application. The
City, as the owner and operator of the Airport, received authority to “impose” a $3.00 PFC and to collect, in the
aggregate, approximately $102,500,000 in PFC Revenues. On February 15, 2005, the FAA approved an application
amendment increasing the PFC funding by a net amount of $13,893,537. In addition, on February 22, 2005, the FAA
approved the City’s application for an additional $50,682,244 in PFC collections to be used for 11 new projects.

On November 21, 2001, the City began collecting a $3.00 PFC (less an $0.08 air carrier collection charge,
which collection charge has since been raised to $0.11) per paying passenger enplaned. A total of approximately $167.1
million in PFC Revenues will be required to provide funding for the projects included in the Airport’s CIP. The City
has received PFC “impose and use” authority, meaning that it may impose the PFC and use the resultant PFC Revenues
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for all projects contemplated to be completed using future bond proceeds. The estimated PFC collection expiration date
is April 1, 2016.

To date, the following projects have been approved as “impose and use” projects:

Replace Remain Overnight (“RON”) Apron
Implement Terminal Modifications
Reconstruct Perimeter Road

Construct New Concourse B

Implement Acoustical Treatment Program
Construct Elevated Terminal Roadway
Upgrade Central Utility Plant

Construct Apron — Terminal Expansion
Install Utilities — Terminal Expansion
Replace Two ARFF Vehicles

Conduct Environmental Impact Statement
Reconstruct Terminal Area Roadway

Install Noise Monitoring Equipment

Install Terminal and Airfield Security Improvements
Install Airfield Electrical Improvements
PFC Development and Administration Costs

Terminal Renovations. A comprehensive terminal renovation project was completed in 2003 to improve the
quality of services provided to passengers at the International Airport. The project, which cost approximately $29
million included a completely new appearance to the building interiors and provided state-of-art terminal amenities.
Included in the terminal renovations was complete redevelopment of the concessions area to provide high-quality retail
and food establishments offering a mix of regional and national brands at street prices. Concession space was expanded
from 30,000 square feet to over 40,000 square feet. Through the expansion and reconfiguration of concession space,
85% of retail shops and food outlets are now at airside locations. In total, 42 retail, food and passenger service contracts
were awarded. The new concessions program increased concessions revenues to the Airport from $3.1 million in fiscal
year 2002 to $4.3 million in fiscal year 2004, and $5.2 million in fiscal year 2005, a 68% gain in three years. On a per-
boarding passenger basis, concession revenue increased from $0.86 in fiscal year 2002 to $1.26 for the fiscal year 2004
and $1.43 for fiscal year 2005. Following the Airport’s implementation of its new concessions program, it was
recognized by the Airport Revenue News’ “Best Concessions Poll.” The Airport’s concession program was voted for by
a panel of judges in the airport category with less than 4 million enplanements. The Airport was honored for having the
Terminal with the “Most Unique Services” and the Best Overall Concessions Program in 2004 and Best Overall
Concessions Program for 2005. The publication noted the Airport’s high-tech business services, such as high-speed fax
and internet, wireless capabilities and conference rooms. The Best Overall Concessions Program award is given to
airports with a convenient customer-friendly layout, good visibility, attractive storefronts, and interesting themes. Also
in 2004, J. D. Power and Associates announced through its Global Airport Satisfaction Index Study that the
International Airport tied for the highest ranking in customer satisfaction among airports with less than 10 million
passengers per year.

Terminal Improvements. The terminal expansion project will include a seven-gate Terminal B and a five-gate
Terminal C (expandable up to eleven gates). Terminal B will replace Terminal 2, which is obsolete and will be
demolished to make way for Terminal C, as well as further terminal development. Terminal C will be constructed in
phases, as passenger growth and demand for gate facilities occur. Ground breaking for Terminal B is expected to take
place in the spring of 2007. The present Terminal 1 will become Terminal A.

Airfield Improvements. To implement the Airport Master Plan’s airfield recommendations for capacity
enhancements, a required Environmental Impact Statement (“EIS”) is underway. The EIS process was started by the
FAA in 2003, with a record of decision expected in late 2006 or early 2007. The EIS will assess the environmental
impacts associated with the capacity-enhancing runway/taxiway projects. Public involvement is ongoing throughout the
EIS process and is considered essential to the successful completion of these projects. Airport Master Plan projects to
be studied as part of the EIS include extension of Runway 3/21 and Taxiways N and O; reconstruction and upgrade of
Runway 121 /30R and associated taxiways from general aviation to air carrier dimensions (of approximately 8,500 feet
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by 150 feet), as well as the installation of an instrument landing system. Due to limited growth in aircraft operations,
the Runway 12L/30R project was postponed and the EIS was reclassified as an Environmental Assessment (“EA”), with
a record of decision expected in the fall of 2006. The EA includes the extension of Runway 3/21 and commercial
property development.

In order to improve the International Airport’s compatibility with its neighbors, two projects have been
initiated. In October 2003, work on the installation of a Noise and Operations Monitoring System (“NOMS”) began.
Federal Airport Improvement Program (“AlP™) grant funds will pay for 80% of the NOMS project, with the balance
being provided by Airport System self-generated funds. The NOMS is composed of two main systems. These include
noise monitoring and flight tracking system. The NOMS will closely track aircraft noise exposure in and around
particular Airport area neighborhoods or homes and allow the Aviation Department to monitor and implement current
and future noise abatement measures. Completion is anticipated for January 2007. The second compatibility project is
a Land Use Study which was initiated to assist the City in planning and zoning for future development. Funded in part
(80%) by a federal AIP grant, this study will establish guidelines for managing compatible land uses in areas
surrounding the International Airport and Stinson. This study, which is to be based on existing airport/airfield
configurations and includes a public involvement process (which began in the first quarter of 2004), has been put on
hold pending the results of the EA.

Parking Improvements. The International Airport operates and maintains approximately 5,810 parking spaces
and 1,230 employee parking spaces for a total of 7,040 parking spaces. A parking study was developed in 2001 for the
International Airport by AGA Consulting, Inc. The study indicated that projected peak period demand for Airport
parking will exceed the available supply by the end of 2006. It is estimated that 2,400 additional parking spaces will be
required to satisfy projected demand over the next ten years. Future requirements for vehicle parking are currently
being addressed with the design of a new long-term/short term garage. The design work is underway with ground
breaking for a new five-story garage, with approximately 2,850 spaces, planned for the winter of 2006. The associated
costs are included in the CIP.

Cargo Improvements. The International Airport has two designated cargo areas: the West Cargo Area, which
was constructed in 1974 and refurbished in 1990, and the East Cargo Area, which was completed in 1992 and expanded
in 2003. The East Cargo Area is specifically designed for use by all-cargo, overnight-express carriers. Custom-built
cargo facilities in the East Cargo Area are leased to DHL and Federal Express while Eagle Global Logistics (EGL)
constructed a processing facility in the year 2000. UPS expanded its facilities, relocating from the West Cargo area to
the East Cargo Area in late 2005. A new belly freight facility is currently under design. Additional land has been
allocated to accommaodate future growth and an expansion of facilities is currently planned. Foreign trade zones exist at
both cargo areas. Outbound cargo for 2004 totaled 57,465 tons and 57,944 tons for calendar years 2004 and 2005,
respectively.

Airport Operations

General. The City is responsible for the issuance of revenue bonds for the Airport System and preparation of
long-term financial feasibility studies for Airport System development. Direct supervision of airport operations is
exercised by the Department. The Department is responsible for (i) managing, operating, and developing the
International Airport, Stinson, and any other airfields which the City may control in the future; (ii) negotiating leases,
agreements, and contracts; (iii) computing and supervising the collection of revenues generated by the Airport System
under its management; and (iv) coordinating aviation activities under the FAA.

The International Airport has its own police and fire departments on premises. The firefighters are assigned to
duty at the Airport from the City of San Antonio Fire Department, but their salaries are paid by the Department as an
operation and maintenance expense of the Airport System.

The FAA has regulatory authority over navigational aid equipment, air traffic control, and operating standards
at both the International Airport and Stinson.

The passage of the Aviation and Transportation Security Act (“ATSA”) in November of 2001, created the
Transportation Security Administration (“TSA”). The City’s Aviation Department has worked closely with the TSA to
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forge a new higher level of security for the traveling public. TSA employs about 300 individuals at the International
Airport to meet the new federal security requirements.

The International Airport’s explosive detection screening equipment is currently located in the ticket lobby
areas of the two terminals; however, the Aviation Department is working with the TSA to relocate all baggage screening
equipment behind the terminals in new baggage handling systems planned as part of the upcoming Terminal Expansion
Project. The City entered into an agreement with the TSA for reimbursements for the costs associated with the use of
Airport Police Officers at the Airport security screening checkpoints in each terminal. In fiscal year 2005, these
reimbursements totaled $370,029. The Aviation Department also utilizes five Explosive Detection Canine teams. The
Police Officers, assigned with their dogs, provide additional coverage for detection of explosive materials at the Airport
in the baggage pickup areas, concourses, parking, cargo and aircraft. This program is supported by the TSA with
reimbursement to the Airport System at $250,000. The International Airport’s coverage is provided in addition to
canine support received from San Antonio Police Department and Bexar County Sheriff’s Office.

The Aviation Department has continued to work to improve its security measures. The FAA approved a grant
application (80% AIP funding) in 2004 to conduct a security assessment of the International Airport’s security program.
This project includes an inventory of the existing security measures and an evaluation based on current and anticipated
provisions of the ATSA. Recommendations for security enhancements and upgrades could include items such as
perimeter fencing, air operations area access points, cargo/belly freight facilities, terminals, fueling areas, concession
deliveries and air traffic control tower.

Stinson continues to experience strong growth in the number of based aircraft and volume of aircraft
operations at the airport. Because of its growth, the TXDOT Aviation Division has approved grant funds for various
projects at Stinson. With Airport System funds, the construction of a new facility is under way, which will give Stinson
additional administrative offices, classrooms, retail space and conference rooms to accommodate and attract new
business. Stinson is currently conducting an Environmental Assessment for the extension of Runway 9-27. The
proposed project would provide a usable runway length of at least 5,000 feet. The additional runway length will allow
Stinson to serve additional corporate aircraft under all weather conditions.

As of October 1, 2006, the Airport System employed approximately 474 employees as follows:

Administration 71 Parking Facilities 53
Airport Police 89 Airport Operations 37
Fire Rescue 29 Stinson Airport 7
Maintenance 188

Senior Management. The chief executive officer of the Department is Mark H. Webb, Director of Aviation,
who has overall responsibility for the management, administration, and planning of the Airport System. Mr. Webb has
been with the City of San Antonio since 1994 and with the Department since November 2005. Mr. Webb holds a
Bachelor’s Degree in Agricultural Economics from Texas A&M University and a Master’s Degree in Urban
Administration from Trinity University. Prior to his appointment as Director of the Aviation Department, Mr. Webb
served as Director of the Contract Services Department. In his role as Director of that department, he was responsible
for managing a wide array of contract services, including policy and process development, contract training, solicitation
reviews, initiation services for high-risk contracts, and contract compliance/monitoring services to all City departments.
Mr. Webb has also had responsibility for various real estate, construction, and development activities with the City.

Dom Smith is the Assistant Aviation Director for Facilities Management and Construction. He joined the
Department in 1984. He was named Assistant Director in 1999. Mr. Smith is a graduate of Texas A&M University
with a degree in Agronomy. His responsibilities include airport maintenance, planning and engineering, construction
management, environmental protection, and noise mitigation.

Tim O’Krongley, A.A.E., is the Acting Assistant Aviation Director for Operations. He joined the Aviation
Department in 1998. He has been working in the airport industry for 18 years. Mr. O’Krongley holds a Bachelor’s
Degree in Aeronautical Studies and a Master’s Degree in Aeronautical Science from Embry Riddle University. His
responsibilities include airport operations and ground transportation, security and law enforcement, fire rescue
coordination, parking facilities, and Stinson.
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The interview and selection process for the new Assistant Aviation Director for Finance and Administration
has been completed and an offer has been accepted. The new Assistant Director for Finance and Administration is
expected to start on November 27, 2006. The responsibilities of this position include financial, property, and
information systems management. Those duties are currently being shared among the Airport’s senior management
described in this section.

Claude Overman, C.M., is the Fiscal Planning Manager. She joined the Department in January 2003. Ms.
Overman has 14 years of experience in the aviation industry. Prior to joining the Department, she served as
Airworthiness Manager for Dassault Falcon Jet Corporation in Little Rock, Arkansas. Ms. Overman holds a Bachelor’s
Degree in Aeronautical Engineering/Aviation Management from ENAC, France, and a Master’s Degree of Aeronautical
Science/Aviation Management from Embry-Riddle University. Her responsibilities include airport finances, budget,
and accounting.

Air_Transportation Advisory Commission. The City Council appoints a 14-member Air Transportation
Advisory Commission (the “Advisory Commission”). The Advisory Commission is composed of stakeholders from the
aviation industry (three representatives), the travel and tourism industry (two representatives), the community (five
representatives), local businesses (two representatives), Business Airport Lease (one representative) and the military
(one non-voting representative). In accordance with Section 49 of the City Charter, the Advisory Commission assists
the Department in an advisory capacity regarding policy affecting the City’s airports and air transportation initiatives.

Budgeting. All departments of the City, including the Airport System, follow the same process for the
development of annual budgets.

Each year the City’s budgetary process begins with the preparation of its “Five Year Financial Forecast.” The
forecast is a financial and budgetary planning tool that identifies emerging issues to be encountered in the next five
years that will have a fiscal impact upon the City’s program of services. The forecast provides information that is
utilized in the budget process by projecting revenues and anticipated expenditures under a defined set of assumptions.
An important component of the forecast each year is the identification of the issues which will have a direct and indirect
impact on the City as a unit of local government and as a provider of services to the community.

Following the presentation of the Five Year Financial Forecast, the City Council holds a “Goals and Objectives
Work Session” at which the City Council determines its priorities for the coming budget deliberations. The budget is
developed within the context of revised projected funds available and City Council priorities utilizing a target budget
approach. Departments are given target budgets based on current service requirements and allowed to submit
expenditure proposals within the target amount. The FY 2005 budget process was improved in many ways including
providing the Mayor and City Council with eight pre-proposed budget development goal setting work sessions,
scheduling an additional week for Mayor and City Council to consider the proposed budget, and restructuring the
organizational analysis and city service delivery reviews with all city departments and offices.

After presentation of the City Manager’s proposed budget, the City Council holds a series of work sessions to
review the proposed service program details. The work sessions include a review of revenues and presentations by each
department, which include a description of the significant policy issues. After considering all the recommendations and
receiving input from citizens at public hearings, the City Council adopts a balanced budget.

Throughout each fiscal year, the City’s staff closely monitors departmental budgets and reports to the City
Council on the status of funds. Budgetary compliance is a significant tool for managing and controlling governmental
activities. Therefore, conformance with budgetary limits and specifications maintained by the City is critical. The
objective of these budgetary controls is to ensure compliance with legal provisions embodied in the annual appropriated
budget approved by the City Council. Activities of the General Fund, Enterprise Funds (such as the Airport Fund), and
the Special Revenue Funds, excluding the categorical Grants-in-Aid and Community Development Block Grant
Program Funds, are included in the annual appropriated budget. October 2005 marked the beginning of the City’s use of
SAP, an enterprise resource management system, for the recording/reporting of all financial information.

Levels of budgetary control, that is, the levels at which expenditures cannot legally exceed appropriated
amounts, are established by function and activity within individual funds. The City utilizes an encumbrance system of

15



accounting as one mechanism for accomplishing effective budgetary control. Encumbered amounts lapse at year-end;
however, encumbrances generally are appropriated as part of the following year’s budget.

Computer System Implementation

On October 1, 2004, the City implemented “SAP”, an information system, to replace its outdated financial
system. The City has experienced many challenges associated with the implementation of this new computer software.
The City continues to aggressively pursue resolution to issues associated with the conversion to the new system and has
made substantial progress.

In February 2006, the City requested that SAP perform a “health check” analysis of the core business processes
and a similar assessment of the City’s operational competence. Based on this analysis, SAP identified action plans
related to the finance module and operation competence. These items are receiving the highest attention by the City and
are the focus of a dedicated SAP Production Support Team. The timeline for implementation and completion of these
action plans is May 2007 and the City, to date, has made substantial progress on these items.

Airport Activity

The following Tables 1 through 6, all of which have been prepared by the City’s Aviation Department, present
historical operating performance of the Airport System.

The total domestic and international enplaned passengers at the International Airport on a monthly basis, along
with year to year percentage changes are shown as follows:

Total Domestic and International Enplaned Passengers Table 1
2002 2003 2004 2005 2006
January 245,053 239,719 238,109 261,368 294,898
February 238,440 231,491 253,427 255,070 288,190
March 300,014 287,214 306,140 310,899 352,722
April 291,312 265,465 305,220 312,212 340,712
May 290,594 282,716 300,127 335,447 359,821
June 315,169 306,945 318,834 345,087 356,538
July 304,967 303,624 326,894 339,032 356,542
August 291,066 274,317 289,284 302,523 311,516
September 240,276 240,362 265,778 280,806 --
October 280,821 275,050 306,181 325,895 --
November 260,983 266,993 294,317 318,466 --
December 290,588 277,015 294,661 321,546 --
Total 3,349,283 3,250,911 3,498,972 3,708,351 2,660,939

Increase (Decrease)
over Prior 12-Month
Period (95,592) (98,372) 248,061 209,379 199,301 @

% Increase (Decrease)
over Prior 12-Month
Period (2.78%) (2.94%) 7.63% 5.98% 8.10% @

@ Represents information available through August 31, 2006.
@ Represents increase/decrease compared to same reporting period for 2005 (January through August).
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The total enplanements at the International Airport by airline for each of the last five calendar years are shown

below:
Total Domestic and International Enplaned Passengers by Airline Table 2
2002 2003 2004 2005 2006 *

% of % of % of % of % of
Airlines Number  Total Number Total Number Total Number Total Number Total
Aeromexico -0- 0.00% -0- 0.00% -0- 0.00% -0- 0.00% 14,967 0.56%
Aerolitoral @ - - 6,988 0.21 8,648 0.25 9,878 0.27 5579 0.21
American 640,345 19.12 613,909 18.88 616,664 17.62% 721,341 19.45% 531,431 19.97
American Eagle -0- 0.00 -0- 0.00 -0- 0.00 -0- 0.00 19,307 0.73
America West 103,268 3.08 100,043 3.08 100,491 2.87 102,296 2.76 62,810 2.36
Atlantic Southeast 67,357 2.01 87,325 2.69 137,029 3.92 96,078 2.59 52,897 1.99
Comair® 18,445 0.55 15,012 0.46 12,559 0.36 43,495 1.17 31,712 1.19
Continental 382,170 11.41 392,193 12.06 424,173 12.12 467,304 12.60 329,423 12.38
Delta® 465,539 13.90 346,026 10.64 287,815 8.23 294,636 7.95 120,423 4.53
Frontier® -0- 0.00 -0- 0.00 -0- 0.00 29,631 0.80 41,804 157
Mexicana 61,161 1.83 58,734 1.81 63,455 1.81 67,331 1.82 47,620 1.79
Midwest 25,359 0.76 31,557 0.97 59,998 1.71 42,287 1.14 29,519 1.11
Northwest® 128,592 3.84 166,843 5.13 214,801 6.14 221,414 5.97 166,527 6.26
Skywest @ - - 38,710 1.19 34,522 0.99 96,720 2.61 81,585 3.07
Southwest 1,183,307 35.33 1,144,577 35.21 1,254,692 35.86 1,294,382 34.90 963,227 36.20
United 178,999 5.34 202,498 6.23 215,079 6.15 158,090 4.26 110,670 4.16
Other Carriers 94,745 2.83 92,194 2.84 112,216 3.21 170,066 4,59 51,438 1.93

Total 3,349,283 100% 3,250,911 100% 3,498,972 100% 3,708,351 100% 2,660,939 100%

*  Year-to- date information through August 31, 2006.
@ Data unavailable prior to 2003.

@

Comair Airlines commence